International 
Marketing Information 
Series 


~. 


Foreign Economic Trends 
and Their Implications 
for the United States 


November 1I98I! 


MAURITANIA 


FET 81-124 
FREQUENCY : ANNUAL 
SUPERSEDES: 79-055 


PREPARED BY 
AMERICAN EMBASSY NOUAKCHOTT 


U.S. DEPARTMENT OF COMMERCE 


International Trade Administration 
Washington, D.C. 20230 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual sub- 
scription, $50 Foreign mailing, $12.50 additional. Single copies, 50 cents, available from Publications Sales 
Branch, Room 1617, U.S. Department of Commerce, Washington D.C. 20230. 





ate 


MAURITANIAN ECONOMIC INDICATORS 
(in millions of U.S. dollars) Percent 
of Change 


GDP - Constant 1973 Prices ; - +9.5 
Agriculture, Livestock and Fishing ° . -4.1 
Industry and Mining “ ; +5.0 
Services Market : ‘ +9.7 


GDP - Current Prices é ; +11.4 
Apparent Domestic Consumption-Current Prices 467. ° -4.3 
Investment 354. ‘ +31.5 
Gross Domestic Expenditures B21. 4 +11.2 
Resource Gap 203%. ‘ +10.4 


Monetary Aggregates 
- Broad Money 193. ‘ +29.8 


- Domestic Credit 198. i +21.5 
- Net Foreign Assets -34. : +9.:0 
- Net Claims on Government 3a 5 ‘ +13.9 


Balance of Payments 
- Exports (F.0.B.) 147. ‘ +33. 


- Imports (F.0.B.) 286.0! . +7 
- Trade Balance -138. 2 +19, 


Services (net) -64. . -112. 
Private Unrequited Transfers (net) -36. ‘ -45. 
Fishing Royalties 23's . -50. 


Current Account Balance . : -15. 


Official Unrequited Transfers (net) z ‘ +9. 
Nonmonetary Capital (net) : 3 +25. 9 


Overall Balance 


Source: Central Bank of Mauritania and 
1979: -USS$1 = 45.890 Ouguiyas 
1980: US$1 = 49.916 Ouguiyas 


Exports, 1980: $20.1 million (100 percent) Percent 
Trucks and Special Purpose Motor Vehicles 26. 
Wheat 1G: 
Civil Engineers and Contractors Equipment 13% 
Aircraft; Spacecraft, & Associated Equipment ll. 
Parts of Road Vehicles and Tractors 6. 
Cereals Unmilled, NSPF 5 
Food Donated for Relief or Charity, NSPF 3 





SUMMARY 


The year 1980 was difficult for Mauritania, both politically 
and economically. Economic growth slowed to 1 percent 

due mainly to a stagnation in world iron ore prices. 
Agricultural production remained low, showing the effects 

of years of poor rainfall, urbanization and price disin- 
centives for farmers. The year 1980 also brought problems 

with Libya--Libyan diplomats were expelled in December; and 
with Morocco--Mauritania claims Morroco engineered the abortive 
coup d'état of March 16, 1981. 


On the brighter side, a new fishing policy, calling for 
the establishment of joint ventures between Mauritanian 
firms and foreign partners, is expected to substantially 
increase fishing revenues over the long term. The govern- 
ment appeared to be making progress in its efforts to 
bring about structural reform of budgetary expenditures 
and greater efficiency in government operations. Politi- 
cally, Mauritania continued to benefit from its 1979 
withdrawal from the war in the Western Sahara. In 1980 
the government officially abolished slavery and instituted 
the Sharia, or Islamic code of justice. 


The year 1981 should be better for Mauritania. Fishing 
revenues are expected to increase, and economic recovery 
should continue under the government's stabilization plan. 
The country's continued neutrality in the Western Sahara 
war should ease both political and economic strains. 


BACKGROUND 


Mauritania, located in northwest Africa, spans the tradi- 
tional division between sub-Saharan black Africa and Arab 
North Africa. It is bordered on the north by the Western 
Sahara and Algeria, east and south by Mali, and south by 

Senegal and the Senegal River. The western border is 400 
miles of Atlantic coastline. Two-thirds of the country's 
400,000 square miles is Saharan desert, which is advancing 





several kilometers a year into the southern dry grass- 
lands. Temperatures in the northern two-thirds or 
Saharan zone exceed 120° during parts of the year, while 
the southern zone is slightly cooler. Rainfall averages 
24 inches in the south and 0-4 inches in the north, 
although these figures have varied considerably since 
the drought of the 1970s. Nouakchott is the country's 
capital--a city of more than 200,000 people living in 
modern buildings and nomad tents. Mauritania's commer- 
cial center is Nouadhibou, in the north, with a popula- 
tion of 25,000, 


Mauritania's estimated population of 1.5 million consists 
of the historically nomadic Maures (Arab-Berbers) and 

black sedentary groups such as the Toucouleur, Wolof, 
Soninké, and Bambara. It is believed that only 25 percent 
of the Maures are now nomadic, with more becoming 

sedentary every year. At present, 25 percent of the 
population is located in urban centers and 75 percent in 
rural areas. The Maures speak Hassaniya Arabic, the blacks 
speak various West African languages, and most of the 10 
percent of the population who are literate speak French. 


Mauritania was governed by the French as an extension of 
Senegal from St. Louis, Senegal, until independence in 
1960. After independence the country had a civilian 
government until 1978 and several military governments 
thereafter. During 1980 the country was ruled by the 
Military Committee for National Salvation (CMSN), which 
oversees a system of ministers, governors and chiefs, who 
govern 13 regions. The country is a member of the United 
Nations, the Arab League, the Organization of African 
Unity, the Economic Community of West African States, the 
Organization for the Development of the Senegal River 
Basin, and the Lome Convention. 


Mauritania's currency is the Ouguiya, which is based on a 
basket of currencies. During 1980, US$1 = 45 Ouguiyas. 

Most exports and capital transactions are in U.S. dollars, 
with a large part of imports denominated in French francs. 





POLITICAL DEVELOPMENTS 


Moctar Ould Daddah, Mauritania's first President, assumed 
power at independence in 1960 and was ousted in a military 
coup d'état in 1978. After several changes in government, 
Lt. Col. Mohamed Khouna Ould Haidalla, Prime Minister in 
1979, assumed the powers of Chief of State in January 
1980. He heads the country's ruling body, the Military 
Committee for National Salvation. The early months of 

the Haidalla government concentrated on two objectives: 
total withdrawal from the conflict in the Western Sahara 
and improvement of the country's financial situation. On 
August 5, 1979, the regime moved toward the former objec- 
tive by signing a peace treaty with the Polisario, with 
whom Mauritania and Morocco had been fighting for 

34 years for control of the western Sahara. In 

the months that followed, the government attempted to 
establish a neutral position with respect to Morocco and 
Algeria, the Polisario's leading supporter. Mauritania 
soon reestablished diplomatic relations with Algeria, 

and the two countries began discussing economic cooperation. 


Meanwhile, Mauritanian-Moroccan relations were troubled, 
first by Morocco's occupation of the portion of the Sahara 
formerly controlled by Mauritania and later by a delay in 
the withdrawal of Moroccan troops stationed in northern 
Mauritania. In July 1980, Mauritania claimed that Morocco 
had attacked Boulanouar, 10 kilometers inside Mauritanian 
territory and water source for Nouadhibou. Morocco denied 
this, and rhetoric became more vitriolic until March 16, 
1981, when Mauritanian military officers known to have been 
in Morocco attempted a coup d'état in Nouakchott. 
Mauritania broke diplomatic relations with Morocco the day 
following the coup attempt. 


Mauritania's rapport with Libya and France was troubled 

as well. In December 1980 Mauritania accused Libya of 
provoking student demonstrations in order to destabilize 
the Mauritanian government. Three Libyan diplomats were 
expelled, the Libyan cultural center was closed and several 
Libyan sympathizers were arrested. Partly as a result of 





the treaty with the Polisario, in the spring of 1980, 
French troops left Nouadhibou at the request of the 
Mauritanian government. 


Domestically, the Haidalla government devoted much of 

its efforts to reducing the budget deficit and improving 
the efficiency of the administration. Tough fiscal policy 
stopped the hemorrhage in the Mauritanian treasury, but 
efforts to improve the administration's efficiency met 
with less success. 


Finally, in July 1980 the government instituted the Sharia, 
or Islamic code of justice. This led to several instances 
of amputation of hands for theft and execution for murder. 
In July 1980, Mauritania officially abolished slavery, a 

move that had little effect on the status of former slaves. 


ECONOMIC DEVELOPMENTS 


During the 1960s Mauritania was nearly self-sufficient 
economically, but a massive rise in foreign aid during 
the 1970s left it with large internal and external im- 
balances. This budgetary support was mostly from Arab 
countries to underwrite Mauritania's efforts in the 
Western Sahara war. After peace accords were signed with 
the Polisario in 1979, budgetary support grants began to 
fall off, and as a consequence support in 1980 was only 
one-fourth of the 1976 total. This massive influx 

and subsequent reduction of, foreign aid left the country 
with a budgetary crisis in 1978. The World Bank and the 
International Monetary Fund helped the government formu- 
late a rehabilitation plan of debt rescheduling, budget- 
ary controls and more productive investments. With this 
program, and substantial loan assistance, Mauritania 
hopes to rectify its large internal and external imbalances, 
improve the structure of the economy and strengthen the 
balance of payments. 


The GDP per capita in 1980 was $454 disposable income 
per capita $540. Real growth slowed during the year to 
1 percent from 4 percent in 1979, due to a falling 





demand in the world iron market and stagnation in live- 
stock production. Revenue growth was also weak at 6 
percent, because of a slowdown in economic growth, im- 
plementation of a new fishing policy, and problems in 
collecting taxes. In 1980 domestic credit increased by 
22 percent, while interest rates were raised 1 to 3 
percent. 


The rehabilitation plan was beginning to have some effect 
in 1980, although continued determined efforts will be 
necessary over the next several years to restore budget- 
ary equilibrium. The Société Nationale Industrielle et 
Miniére (SNIM), which controls the iron mines, was re- 
structured and its equity capital increased. Official 
retail prices were raised for various goods and services 
in order to reduce the operating expenses of several 
major enterprises. An increase in credit to the private 
sector went to SNIM for expansion of mining and to the 
Société Nationale Import-Export (SONIMEX) to cover losses 
on its sales. Cuts in military spending and debt ser- 
vicing (the latter a result of a rescheduling of external 
debt) led to a fall in the country's budget deficit to 
two-thirds of the 1979 level, or $87 million. Due to a 
reduction in budgetary grants, however, and a sharp rise 
in payments for services, the balance of payments went 
from a surplus of $18.6 million in 1979, to a deficit 

of $9.1 million in 1980. 


Although external budgetary assistance dropped in the 
last few years, project assistance appears to be rising. 
Foreign project assistance in 1980 may have been $100 
million, with budget support grants around $24.4 million. 
Total foreign assistance in 1980 constituted approximately 
48 percent of the country's total expenditures. Arab 
countries provided a large amount of this assistance and 
the United States provided $10 million for a variety of 
projects in agriculture, rural development, health and 
food aid. Substantial assistance also came from the 
World Bank, International Monetary Fund and European 
countries. 





MINING 


Mauritania's main industry is iron ore production. 
heavily dependent on its iron ore exports and will 
allocate 50 percent of projected investment expenditures 
in the next plan period to the mining sector. The mines 
at Kedia d'Idjil, now producing at 9 million tons 
annually, will be exhausted in 1990, so the government 

has begun work on a second site--the Guelbs project. 

Total investment in the first phase of Guelbs will be 

$500 million, financed largely by loans from Iraq, Kuwait, 
Saudi Arabia, Abu Dhabi, France, Japan, the World Bank, 
the African Development Bank and the OPEC Fund for Inter- 
national Development. Iron ore production from two 

guelbs (rocky hills) is scheduled to begin at El Rhein 

in 1984 at 3 million tons annually and rise to 6 

million tons annually. Under a second phase of the pro- 
ject, the Oum Arwagen mine will be opened for production 
at about the same rate. Ore from the present mine is of 
65 percent purity, while in the two Guelbs mines the ore 
is 35 percent pure. 


The country is 


Mauritania has copper reserves of perhaps 100 million 

tons at Akjoujt. A copper refinery, built in 1971, 
operated until 1978 when it was closed after a fall in 
world copper prices made it unprofitable. The government 
has received $100 million in financing from Arab countries 
to reopen the mine in late 1981 or early 1982, using more 
modern technology. 


Mauritania also possesses deposits of 98 percent pure 
gypsum, estimated at 1 billion tons. Annually, 10,000- 
15,000 tons are mined outside of Nouakchott and exported 
to Senegal. The government hopes to expand mining opera- 
tions and seek a worldwide market. 


INDUSTRY 


Massive investments and commercial loans have gone into 
several poorly designed industrial plants in Mauritania, 





but technical and economic problems have prevented their 
opening. An oil refinery in Nouadhibou, built at a cost 
of $100 million in 1977, has never operated due to in- 
sufficient local skills and problems in obtaining suit- 
able crude. The government plans to open the refinery 
in late 1981 or early 1982, with technical and financial 
assistance from Algeria. Algeria is also scheduled to 
provide the sweet crude for which the installation was 
designed. The refinery has a capacity of 1 million 
tons, two-thirds of which will be absorbed by the local 
market and one-third of which will have to be sold 
abroad. 


A $10 million sugar refinery outside of Nouakchott has 
been idle since its completion in 1978. Algeria has 
promised Mauritania a $10 million loan to start the re- 
finery, which is in a state of disrepair. Should the 
refinery begin operations in the near future, it will 
not run at its full capacity of 160 tons a day and 
sugar will be produced at a cost considerably higher 
than the price of imported processed sugar. 


A rolling mill in Nouadhibou, built in 1977, produces 
4,000 tons of iron rods and 5,100 tons of steel annually, 
far below its projected 10,000 tons of steel rods 
annually. 


The major flaw in Mauritania's industrial development 
strategy has been an overemphasis on capital intensity. 

To the government's credit, however, in 1980 equipment 

at the 75-80 existing small plants began an upgrading proc- 
ess and the establishment of new small plants was encouraged. 
An industrial development fund was allocated $300,000 
in 1980 and $400,000 in 1981 for these purposes. 


FISHING 


The fishing grounds off the coast of Mauritania are among 
the richest in the world, with an estimated annual poten- 
tial catch of $1.6 billion. Mauritania's catch will 





remain far below this potential for decades because of 
competition from foreign fishing fleets, the heavy in- 
vestments required to develop a fishing industry, the 

minimal value-added of industrial fishing (15-20 per- 

cent) and the lack of sophisticated skills. 


Mauritania's commercial fishing sector is, however, 
rapidly expanding. Exports were at 86,000 metric tons 
in 1980, well above the previous peak of 35,000 tons in 
1978, and were valued at $43 million. Approximately 

83 percent of the exports were fresh and frozen fish, 

4 percent mollusks and crustaceans, 12 percent fish 
meal, and 1 percent fish oil. Indications are that 
the expansion in catch and exports will continue through 
1981. 


The industry has benefited greatly from a radical shift 

in Mauritania's fisheries policy. In January 1980, the 
Mauritanian government abandoned its ineffective 

licensing system and set up a program of mandatory 

joint ventures. Under this policy any company or govern- 
ment wishing to fish in Mauritanian waters is required to 
form a joint venture in which Mauritanians and/or the 
Mauritanian government own at least 51 percent of the 
capital. A percentage of all catches must be landed in 
Mauritania for processing and export, and each joint 
venture must construct a processing plant in the country. 
Several plants are already in operation, with others 

under construction. Japan, Nigeria, South Korea, Sweden, 
the Soviet Union, Algeria and Libya are among the countries 
fishing under the joint ventures program. The policy has 
been applied with some flexibility and has been so suc- 
cessful that the government has suspended the formation of 
new joint ventures. Although the policy led to an initial 
loss of fishing royalties, this is expected to change as 
the joint companies organize and begin operations. 


Artisanal fishery in Mauritania suffers from a lack of 
gear, equipment and sufficient government assistance. 





Infrastructure is severely lacking, resulting in limited 
marketing of fisheries products. Although the Ministry 
of Fisheries has said that the artisanal sector is its 
first priority, it has taken few steps to improve this 
area. For example, there are no provisions for maritime 
credit, a fact which limits the ability of fisheries 
cooperatives to expand their programs. The government 
has, however, made good use of fisheries agreements with 
other nations, particularly Japan and the European Econo- 
mic Community, to provide artisanal fishermen with gear 
and equipment. But more needs to be done in this area 
if the fishing industry is to reach its potential. 


Mauritania faces serious problems in managing its fishing 
wealth. The country is unable to police its waters, and 
has leveled charges of overfishing and poaching against 
various foreign nations. It needs vessels and gear in 
both the commercial and the artisanal sectors, and trained 
fishermen to operate them. In 1980, there was little done 
to correct these deficiencies. In a more promising light, 
the 1981 government budget presented a stepped-up alloca- 
tion of $2.2 million for promotion of the fishing industry 
and for surveillance of Mauritania's territorial waters. 


AGRICULTURE 


Because of its harsh climate, Mauritania has always been 
a country where agricultural activities are high risk 
operations. Rainfall is usually sparse in the best of 
periods, and during the long drought years which began 

in the late 1960s, it was both scarce and irregular, 
falling by 20 percent. Since 1973, both the pastoral 
activities of the central and southwestern sections of 
the country and agriculture, confined almost exclusively 
to the southern fifth of the country, have been in decline. 
The country's major crops are rice, millet, sorghum and 
maize. The lack of rain had reduced millet and sorghum 
production to around 40,000 tons annually by the late 
1970s, down from about 90,000 tons annually during the 





1960s. Production of millet and sorghum was down-to 
31,000 tons during the 1979/80 growing season, thus 
Mauritania is obliged to import more than 100,000 tons 
of grain and 12,000 tons of cereal-based products, at 
$22 million annually. 


The government has given priority to agricultural develop- 
ment, but investment has been slow in materializing. In 
the past decade, the agricultural sector has received 

less than 10 percent of the country's investment budget, 
with most agricultural investment coming from foreign 
sources. The rural sector received only 8 percent of 
investment money in the 1976-80 plan. 


The development of the herding sector is proceeding 
slowly. Livestock, Mauritania's main agricultural acti- 
vity, was reduced by 25-50 percent during the drought in 
1973 but, except for cattle, recovery has been complete. 
Despite the important tax advantages accorded to companies 
working in agriculture, no modern ranching operations are 
in existence. 


The past 2 years have, nonetheless, seen a build-up in 
agricultural development activity. The cornerstone of 
this effort is the $100 million Foum Gleita Dam on the 
Gorgol Noir River in south-central Mauritania. This 
program is financed by the European Economic Community, 
the United Nations and Arab countries. Designed to in- 
crease arable land by 17,791 acres, the project has 

been plagued by its low return on investment and by 
disputes among the Mauritanian beneficiaries over land 
tenure. Nevertheless, Gorgol is the beginning of what 
is hoped will be a major expansion of capital investment 
in cereal and rice production over the next 15 years. 
Gorgol will be followed by two other multi-donor irri- 
gation projects, one along the Senegal River at Boghe 
and the other a series of small dams in central and 
western Mauritania which will trap run-off. Combined, 
the three projects should open up 74,000 additional 





acres of land for rice and cereal cultivation. 


Senegal, Mali and Mauritania, in a joint program admin- 
istered by the Organization for the Development of the 

‘ Senegal River Basin (OMVS), plan to construct two large 
dams. The Diama Dam, on the Senegal River in Senegal, 
and the Manantali Dam, on the Bafing River in Mali, will 
cost a total of $816 million. With recent commitments 
for multi-donor funding of the dams, plans are going 
ahead for their construction. The OMVS envisages devel- 
opment of the entire region, including large-scale 
irrigated agriculture in southern Mauritania. 


An American-designed, multi-donor project for development 
of much-needed irrigation works and complementary trans- 
portation, reforestation and health programs is also 
being planned. 


INFRASTRUCTURE 


Mauritania's government is particularly concerned with 
the country's infrastructure. Road transport has con- 
sistently received more than 20 percent of investment 
funds and the most important current road project now 
nearing completion is the Nouakchott-Nema road. A 
railroad spur off the Zouerate-Nouadhibou line is being 
built to accommodate the new Guelbs mining project. 


The People's Republic of China is constructing a deep- 
water port in Nouakchott. Begun in 1979, the port is 
due to be completed in 1984 at a cost of $87.1 million. 
Annual handling capacity will be 500,000 to 1 million 
tons. 


IMPLICATIONS FOR AMERICAN BUSINESS 


As a former French colony, Mauritania has traditionally 
looked to France for technical assistance and manufactured 
goods. France remains Mauritania's largest trading part- 
ner, with various Arab states providing technical and 





financial assistance. Nevertheless, several factors make 
it easier for the American exporter to break into the 
Mauritanian market than into other countries of former 
French West Africa. First, Mauritania was one of the 
last areas to be colonized, and French influence was 
never extensive. Second, the iron ore concerns have been 
buying large quantities of American equipment for over a 
decade, so that many Mauritanians are already acquainted 
with American products. Third, since Mauritania is not a 
member of the French-backed West African monetary union, 
French goods do not have the overwhelming advantage that 
they do in the rest of West Africa. Indeed, imports here 
are rarely held up by a lack of American currency because 
Mauritania's exports are generally in dollars. 


The sectors with the best potential for American sales in 
the next few years are fishing and agriculture. As 
Mauritanian joint fishing ventures get underway, there is 
a demand for all types of modern fishing equipment. There 
is also a sizable, expanding industry which freezes and 
exports fish. Renewed emphasis on rural development may 
lead to a demand during the next decade for modern farming 
equipment and techniques. The Mauritanian market for 
consumables will probably remain small, however, limited 
both by the size of the population and by restrictions on 
imports. 


Investment incentives have improved markedly under the 
military government. Eager to attract funds, the govern- 
ment has substantially liberalized the investment code. 
The new code provides for tax exoneration for periods of 
up to 12 years on exports, raw material imports, and 
reinvested profits. 


Any firm wishing to do business in Mauritania must be 
able to conduct its affairs in French as professional 
level English-language interpreter services do not exist 
in Nouakchott. Strict currency controls apply to foreign 
travelers, and credit cards and personal checks are not 
accepted by most commercial establishments. 





A firm interested in exporting to Mauritania should 
contact the U.S. Department of Commerce, Office of 


for information on 
currency controls and investment laws. 


Country Marketing (202) 377-4564, 
tariff rates, 





Looking 
for 
Something 


Special? 


Check our comprehensive listing of new 
U.S. products advertised in COMMER- 
CIAL NEWS USA in 1980. The New 
Products Annual Directory lists every- 
thing from agricultural equipment to 
computers to industrial machinery to 
sporting goods and lots more! And it 
tells you how to contact the manufac- 
turer! 


A LIMITED NUMBER OF COPIES ARE 
STILL AVAILABLE! Contact your 
nearest U.S. Embassy or Consulate for 
information or write: 


2 
bg 
3 
= 
Z 


COMMERCIAL NEWS USA 

Room 4009 

Export Communications Section 
Office of Export Marketing Assistance 
International Trade Administration 
U.S. Department of Commerce 
Washington, D.C. 20230 U.S.A. 





